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ABSTRACT 
This study examines the IPO trading based on asymmetric information among heterogeneous 
investors. An underwriter plays an active role in the process of the IPO where underpricing is a 
central issue. The underwriter(s) manages the IPO trading by determining the offered price 
range and a discriminatory treatment between institutional and individual investors. The 
underwriter prioritizes institutional investors, especially when they show strong buying interests 
at the time of book building. The results prove that underpricing is higher when the IPO pricing 
is closer to the upper limit of the price range. We find that underpricing is higher when the allo-
cation of shares to institutional investors is larger. 
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